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Internal Revenue Service 

date: February 1, 2000 

to: Internal Revenue Service, Examination Division 
Southern California District, San Diego 
attn: Bob Laughlin, Team Coordinator 

from: Alice M. Harbutte, Special Trial Attorney 
Western Region, Denver, Colorado 

subject:   ---- -------- ------ ----- ----------
---------- ---------------- --------- -72 
U.S. Consolidated Returns:   ------   ----- and   -----
Withholding Tax Returns: -------- ------- ---d -------

This memorandum is in response .to your request that our 
office review the statute extensions, Forms 872, that have been 
secured from   ---- -------- ------ -- ---------- ------------- with respect to 
three separate ------ ------------------ --------- --- ----ome, Form 1120, for 
the years   -----   ----- and   ------ You have also requested that we 
review the ------te- ---tensio---- for the Forms 1042, Withholding Tax 
Returns filed for   -----   ----- and   ----- 

ISSUE 

1. Whether the statute extensions, Forms 072, that were 
secured by the examination division for three separate U.S. 
Consolidated Return of Income, Form 1120, for the taxable years 
  -----   ----- and   ----- were properly executed by the taxpayer and 
-------it---- valid ---ensions. 

2. Whether the statute extension, Form 872, that was 
secured by the examination division for the U.S. Withholding Tax 
Return, Form 1042, filed by   ---- -------- ------ ----- ---------- for the 
years   -----   ----- and   ----- ------- ----------- ------------ --- --e taxpayer 
and co--------e ---lid -------sions. 

CONCLUSION 

1. The Forms 972 extending the statute for the   ----- and 
  ----- U.S. Consolidated Returns are valid and should b--
-------ersigned by the Service. The Form 872 for the   ----- U.S. 
Consolidated Return was not properly executed by the -----ayer and 
a new extension should be obtained. 
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  - The Forms 872 extending the-statute for the   -----   -----
and ------- U.S. Withholding Tax Returns, Forms 1042, ar-- ----d ---- 
shou--- --- countersigned by the Service. 

FACTS 

During the calendar year   ----- and   ----- a U.S. Consolidated 
Return of Income was filed by ------ -------- ------ ----- ---------- -----
  --------------- --------------- . ----------------- ----- ------------ --------- --- -----
----------------- --------- -he ------- U.S. Consolidated Return listed 
  ------- ---------------- as one --- --e subsidiaries of   ---------. 

On   --------- --- --------
~,1 

  ------- ---------------- ------------ became the 
parent of ----------. ----------'-- ---------------- ------------ ------- --as converted 
on a share for sha--- ----is into --------- common stock. In   ----- a 
U.S. Co  ------------ --------- of Inco----- -orm 1120 was filed ------- the 
name of --------- -----------------   -------- was listed as a subsidiary in 
the sche------ --- -------------- -------itted with this return. The 
  ----- recent return secured by the examination division is the 
------- ------ Consolidated Return of Income, Form 1120, filed by 
----------- ---------- -- ----------------- In   ----- --------   ------- ----------------
----- --------- --------------- --------d and- ---------- ----------- ----------- ---------- 
know-- --- ---------- ---------- ------------- On the ------- ------------------ ---------
  --------- ---------- was --------- --- ----- -ommon pare---- --------- ----------------
------ ------- --- a subsidiary and holding company. -------------- -------
as a subsidiary and public utility.   ------- --------------- remains in 
existence as of this date. 

I  ---di  --- to t  -- --regoing, you have stated that for the 
years -------- ------- and -------- ----- Withholding Tax Returns, IRS Form 
1042, have been filed by ----------. 

Statute extensions have been secured for the   ----- U.S. 
Consolidated Returns, IRS Form 1120, and for the -------
Withholding Tax Returns, IRS Form 1042, for the y------   -----   -----
and   ----- You have asked this office to review the for---- an--
deter------- if they are valid. Additional time remains on the 
statute so that new forms may be secured if needed. 

Form 872:   ----- and   ----- U.S. Consolidated Return, Form 1120: 

The statute extension for the   ----- and   ----- consolidated 
returns filed by   -------- is on the sa---- ------- ------ The taxpayer at ' 
the top of t  --- ------- --- ----------d as ----------. This Form 872 was 
executed by ------------ --- --------- Director- ---- Services,   ---------. 

Form 872:   ----- U.S. Consolidated Return. Form 1120: 

  ---- ---------- -----nsion for the   ----- consolidated return filed 
  -- --------- ---------------- identifies the -----ayer as   ------- ----------------
----- ----------------- ----merly Known as   -------------- ----------------- ------
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Form 872 was also executed by   ---------- --- --------- Director Tax 
Services,   ---------. 

Forms 872:   -----   ----- and   ----- Withholdins Tax Returns Forms 
1042: 

The statute extension for the   -----   ----- and   ----- U.S. 
Withholding Tax Returns, Forms 1042- ----- --- ------------ ----h identify 
the taxpayer as   ---------. These Forms 072 were a--- ----cuted by 
  ---------- --- --------- --rector Tax Services,   ---------. 

 our memorandum does not question the authority of   ---
 -------- --rector of Tax Service, to execute extensions on- ---half 
of ----------. 

DISCUSSION 

The common parent of a consolidated group is the sole agent 
for each subsidiary in the group. Treas. Reg. @ 1.1502-77(a). 
Thus, generally, the common parent is the proper party to receive 
a statutory notice of deficiency, for all members in the group. 
Treas. Reg. @ 1.1502-77(a). Generally, the common parent for a 
particular consolidated return year remains the common parent 
agent for purposes of extending the period of limitations with 
respect to that year even though that corporation is no longer 
the common parent of that group when some action, such as 
executing an extension, needs to be taken for that year. 

There are exceptions to this general rule. First, the 
general rule does not apply when the consolidated return group 
undergoes a reverse acquisition or downstream transfer following 
the consolidated tax year in question. This 
exception does not apply to this case. 

Second, the general rule does not apply when the common 
parent is not in existence at the time of the issuance of the 
  ----------- -------- --- --- the time the extension is obtained.   ----
-------- ------ ----- ---------- is still in existence and is a subsidia---
of the consolidated group. A common parent is considered to have 
gone out of existence when it formally dissolves or merges under 
state law into another corporation. 

In addition, Temp. Treas. Reg. § 1.1502-77T provides that 
the new common parent is an alternate agent for the former common 
parent of a consolidated group and, therefore, it has the 
authority to execute the Forms 872 for those years as agent for 
the remaining members of the group. 

  
  

      

      
  

  
    

  
  

  

  
  



Form 072 for   ---- and   ----- U.S. Consolidated Return, Form 
1120: 

The consolidated return filed for the   ----- and   ----- years 
was in the name of   ---------. During the years ------- and- -------   -------- 
was the common pare--- ---- this consolidated -------- T--- ------------
parent of a consolidated group is the sole agent for each 
subsidiary in the group. Treas. Reg. @I 1.1502-77(a). Under 
Treas. Reg. @ 1.1502-77(a), the common parent for a particular 
consolidated return year remains the common parent agent for 
purposes of extending the period of limitations with respect to 
that year even though that corporation is no longer the common * 
parent of that group when some action, such as executing an 
extension, needs to be taken for that year. Thus, the Form 872 
that was secured for the   ----- and   ----- U.S. Consolidated Returns 
is proper. The name of t---- --xpaye-- --   -------- and the form was 
executed by a person that you stated has- -------rity to sign such 
an extension on behalf of   ---------. 

Form 872:   ----- U.S. Consolidated Return. Form 1120: 

The consolidated return filed for the   ----- year was in the 
name of   ------- ----------------- During the year -------   ------- was the 
common p------- --- ----- ------- and   -------- is a su-------ry-- The common 
parent of a consolidated group --- ---- sole auent for each 
subsidiary in the group. Treas. Reg. @ 1.1502-77(a). Under 
Treas. Reg. @ 1.1502-77(a), the common parent for a particular 
consolidated return year remains the common parent agent for 
purposes of extending the period of limitations with respect to 
that year even though that corporation is no longer the common 
parent of that group when some action, such as executing an 
extension, needs to be taken for that year. Thus, the Form 872 
that was secured for the   ----- is NOT properly executed.' While 
the name of the taxpayer --- ---rrectly identified as   -------
  ---------------- formerly known as   -------- and subsidiaries, ---- 
------------- --ne reads as follows: ------- -------- ------ ----- ----------
  ------------ -- ------------------ and is sign---- --- ------------ ---------
----------------- ------------ The form 872 must- --- --------- --- --- officer 
of   ------------------------- not   ---------. 

The only other entity that may execute the extension is the 
current common parent of the new consolidated group. Temp. Treas 
Reg. § 1.1502-77T provides that the new common parent is an 
alternate acent for the former common parent of a consolidated 
group and, therefore, it has the authority to execute the Forms 
872 for those years as agent for the remaining members of the 
group. Thus, it appears that an extension may also be signed by 
an officer of   --------- ---------- however if any additional changes 
have occurred ------- ----- -----g of the   ----- return,   --------- may no 
longer be the proper alternate agent. ------, we rec------------ that 
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the extension,   ------ ------ --- obtained from and be excuted by an 
officer of --------- ----------------- This assumes   ------- is still in 
existence. 

Form 1042. withholdins tax: 

The extensions secured with resepct to   --------'s Forms 1042 
are properly worded and are v  --- extensions. The consolidated 
return rules do not apply to ----------'s requirement to report the 
income tax withheld on foreign -----ons pursuant to sections 1441 
and 1442, as reported on Form 1042. Therefore, the Service 
should obtain (and did obtain) the Forms 872 directly from   ---------. 
The reference on the Form 872 to the Form 1042 makes it clea--
that the Form 872 is ex  -------- the period of limitations for 
income tax withheld by ---------- on foreign persons. 

CONCLUSION 

If you have any questions concerning this matter please call 
Special Trial Attorney Alice M. Harbutte at (303) 844-3258. 

o!J& W.&b* 
Alice M. Harbutte 
Special Trial Attorney 
Western Region 
Denver, Colorado 
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